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CHARLES N. DAVENPORT. 


LT?i'om the Stenographic Report 

All the day Oct. 37th and the forenoon 
of the 38th, was occupied by Charles N. 
Davenport, Esq., counsel for Ool. Rush C. 
Hawkins, of New York and Austin Birch- 
ard of Newfane, holders of Vt. Central 
1st mortgage bonds, in presenting his ar- 
gument to the masters who were taking the 
accounts of the receivers. To publish 
what he said in full would require a paper 
five times the size of the Messkngeb and 
exclude everything else; but the import- 
ance of the subject and the expectations 
of what Mr. Davenport would say were 
such that we felt the necessity of taking a 
full report by stenography, and from that 
we lay before our readers a careful ab- 
stract and in certain of the more interest- 
ing parts the exact language. He treated, 
the first day, of 1st, the personnel tofhe re- 
ceivership, 3nd, the Vermont & Canada 
railroad, 8d, the various loans, 4th, the 
Stanstead, Shefford & Chambly road, 6th, 
the Rutland lease, 6th, the Ogdensburg 
lease, 7th, the contract with the Northern 
Transportation Co., 8th, the Missisquoi 
railroad, 9th, investments in outside enter- 
prises, 10th, payments to keep up organiz- 
ation of old Vt. Central, 11th, incidental 
expenses of Vt. & Canada, 13th, lobbying 
and 18th, the bribery of W. C. Brown. 
Each one of these subjects he thoroughly 
exhausted , giving innumerable references 
to the . testimonyand occasionally passing 
some comment upon the law or morality of 
the question, which relieved the monotony 
of facts and figures. 


of the St. Albans Messenger.] 


THE RECEIVERS, TRUSTEES AJTD ADVISORY 
COMMITTEE. 

Beginning with the receivers he said 
that John Gregory Smith was appointed 
in December 1858, and had drawn funds 
on account of salary, not intending to ex- 
ceed $4,500 a year; that he also then be- 
came and is now a trustee of the 1st mort- 
gage; that about June 38, 1855 he bid off 
the Vt. Central stock at Sheriff’s sale and 
has nearly ever since been president of 
that corporation ; that from ’58 to ’69, E. 


W. Peck of Burlington was its clerk, and 
since then George Gregory Smith, son of 
said receiver, has been; that during his re- 
ceivership Gov. Smith was employed by 
the Vt. & Canada as agent to supervise the 
building of the “Burlington branch” and 
was paid for it $5,350; also the Swanton 
branch and was paid for that; that he has 
drawn from the trust on account of servi- 
ces as receiver $65,706 53. W. C, Smith 
was aVt. & Canada director from ’69 to 
’73, and president after ’67 ; he was treas- 
urer of both roads from ’69 or ’60 until 
’67 ; became trustee of 3d mortgage Jan. 
31 ’64 and is now; became trustee of 1st 
mortgage and one of the receivers July 
30 ’70; his salary as president was |1,000', 
treasurer $1,300 and clerk $300, before he 
was appointed receiver, and for services 
and expenses as receiver he has drawn 
$34,449.88. Joseph Clark became trustee 
of 1st mortgage and receiver in Jan. 1869; 
director of Vt. & Canada in ’58: construc- 
tion agt. of Vt. & Canada with Gov. 
Smith, for which he was paid $5,250; has ' 
drawn on account of services and expen- 
ses as receiver $39,776.34. 

Lawrence Brainerd was also a receiver 
and at the same time a trustee of the 1st 
mortgage and a Vt. & Canada director. 

As to the power of the receivers, he 
claimed that all they have, save such as 
attaches to the office, was conferred by the 
order of Chancellor Poland, April 6, 1860; 
by mandate of the Supreme Court, and 
decree’ pursuant thereto, 1861, and the or- 
der of Chancellor Wilson, Aug. 16 ’67, 
constituting a board of management to 
“run and manage said property.” 

Such bondholders as chose have met an- 
nually from ’64 to ’70 and elected an “ad- 
visory committee ; ” no provision was made 
for this in any decree, until the “compro- 
mise decree” of Jan. 19 ’61; by resolution 
of meeting they were to audit the accounts 
of the receivers and advise with them in 
regard to the management of the road ; 
he asked the masters to report that there 
was no evidence that either of his clients 
ever attended said meetings or helped elect 
the committee; also the salaries paid to 
Pinkerton and Drury as such committee, 
their interests in the equipment and oth- 
er trust loans and their stock and divi- 
dends in the car companies. 

VT. & CANADA RAILROAD. 

The cost of construction was $1,848,600 


ind on this >u n alone was the rent of 8 
per cent, and the security agreed upon, 
Juiy 9, 1830; such rent would be $107,880 
a year, which lie ol.-jimsd was all the re- 
ceivers were a thorized to pay, and they 
should aooonnt for the excess; that Jan. 
19, ’64 the stock was increased $651,500, 
on petition of the Comp my. for funding- 
back rents; by the sane decreee it was 
further increasvd $259 000, for building 
Swanton branch, and he wished the report 
to show who was notified, and how, and 
who appeared and assented to the decree. 
The Central took posse, ssion of the Canada, 
under agreements of ’49 and ’50 sometime 
during the latter year; the road was com- 
pleted to Rouses Point in ’53; that in Oc- 
tober ’ol the Central was mortgaged for 
two millions, John Smith, VVm. Raymond 
Lee and John S. Eldridge being the trus- 
tees; it became insolvent and June 38 ’53 
surrendered to the trustees and has ever 
since been hopelessly insolvent; that May 
1 ’67. by order of Chancellor Pierpoint, 
the Vt. & Canada stock wa.s increased to 
$3,500,000, service lieing accepted -by E. 
W, Peck, clerk of Vt. Central, J. W. 
Newton, clerk of Vt. & Canada, W. C. 
Smith and R. P. Taylor, trustees of 2nd 
mortgage, by Pinkerton, Andrews and 
Kylor, advisory committee, and no oth- 
er notice was ever given to any of the par- 
ties interested ; May 17th 1871, the stock 
was further Increased $500,000, only one 
day after the a, p plication was made, with 
out notice to anybody, simply on consent 
of the solicitors ; 337 sliares of this stock 
were issued to W. C. Smith, in violation 
of a decision ®f the Supreme Court. The 
excess of interest paid on the several in- 
creases of stock he figured at $846,961.31, 
which he claimed should be accounted 
for. 

THE TRUST LO.'tM. 

The first equipment loan, $700,000, was 
luthorized by Chancellor Poland, Sept 
7’65 and Mr.D. asked the masters to report 
ail the proceedings connected with its 
issue, and especially whether any sinking 
fund was set apart as ordered, and if so 
where is it. The interest paid on this loan 
to Juiy 1’73 was $413,614. The second 
equipment loan was for $300,000, author- 
ized by Chancellor Pierpoint May 1’67, he 
wanted all the particulars reported, and 
especially a decree of Chancellor Wilson 
dated May 33 ’68. The interest paid to 
July l’73 was $130,660. The third equip- 
ment loan was for $1,000,000, authorized 
by Chancellor Wilson Apr. 13 ’69; asked 
to have history reported; interest to July 
1’73, $303,304. Mfhat authority had the 


receivers tc) pay 8 per cent, on these loans 
or to make a discount of $36,000 95 on 
the third one? In this connection Mr. 
lO.ivenport said ; 

I ask lour Honors for a finding as to 
what authority these receivers hart to make 
a donation of flOOO to the V. C. R. R. 
Library, or give one of these equipment 
bonds. I agree with my brother Walker 
that the purpose for wdiich that donation 
was made is in one sense a meritorious 
one. It is desirable to encourage among 
employes of tins trust a taste for reading. 
It would have been an eminently proper 
thing for Gov. Smith to take $1000 out of 
<iie profits of the Montreal and 
Vermont Junction Railroad, or 
out of the profits of the Sullivan lease, 
and hand it over to this library associa- 
tion. It would have been an eminently 
proper thing for W. C. Smith to take 
$1000 out of the profits which he got 
through the royalties paid him upon oar 
wheels and castings furnished 
by the St. Albans Foundry company; 
such kind of benevolence as that would 
have somewhat sugared over this terrible 
pill which the holders of tliese securities 
have got to swallow. But it is an entirely 
different thing for men to be benevolent 
with that which is not their own than it is 
from that which is their own. This trust has 
been managed too much upon the theory 
that it is all the private property of John 
Gregory Smith, Worthington C. Smith and 
Joseph Clark; too much upon the theory 
which my Irrother Underwood suggested 
here, that a great many people entertain in 
regard to it — that it was merely a carcass 
to be fed upon. Upon that theory, if 
they own it of course they may give away 
irs property. They have a right, if they 
please, if that is the theory, to take $600,- 
,000 of these security holders’ money, and 
put it into an hospital and a church, and 
call it the Vermont central hospital and 
the Vermont central church. They have 
just as good right legally, their moral 
right is just as good, to take $500,000 of 
the money of this trust to found an asylum 
for broken down railroad men, like those 
who have managed the Erie road, the Bos- 
ton & Lowell and the Eastern road. They 
are going to need a hospital by and by, 
gentlemen, and it would be just as legiti- 
mate an appropriation of this trust for 
them to set aside $500,000 to found an 
asylum where they can be cared for in 
future, as to take $1,000 out to aid a libra- 
ry with. The purpose, so far as the library 
is concerned, I agree is a great deal more 
commendable. 


Further speaking of the loans, he'enu- 
merated the engines and cars on hand June 
1, ’58, Juno 1,.’66 and June 1, ’73. Until 
’61 tlie receivers operated only the Central 
and Canada, 186 miles of road; when the 
first equipment l()an was authorized 106 
miles more had been added, being the Bur- 
lington and Swanton branches, the M. &. 
Vt. Junction, the 8. 8. & 0. and the Sul- 
livan ; It was on account of this increase 
that the equipment loan was asked lor. 
To show whettierit was necessary or profit- 
able, Mr. Davenport presented a statement 
of tonnage and net earnings for each year 
from ’06 to ’71, showing that while the 
tonnage In '06 was 361,760 and the net earn- 
ings $395,089.78, the tonnage had increased 
in ’71 CO 763,380, but the net earnings had 
actually decreased to $375,587.00. So 
much for “growth and development.” 

The Vt. Central guaranteed 8’s, $1,000,- 
000, were authorized by Chancellor Royoe, 
May 17, ’71, on one day’s notice; asked to 
have history and standing reported, also 
authority for paying 8 per cent, and dis- 
counting $14,854,58; he figured interest 
paid to July 1, ’73 at $93,430. 

The income and extension bonds, $3, 000, - 
000, were authorized by Chancellor Royce 
Apr. 30, ’73, on live days’ notice. What 
authority was there to pay 8 per cent, or 
sell at 90? How many of these bonds were 
taken by the managers for debts due them, 
or for which they were [lersonally liable? 
The interest paid up to July 1, ’73 is $38, 140. 

THE STANSTEAD, SHBPPORD AND CHAMBLT 
KOAD. 

There is a possibility, gentlemen, that 
from the testimony of Gov. Smith here 
you might, but for the paper evidence in 
this case, come to the conclusion that the 
trust had some sort of title to tht 8. 8. & 
C. R. R. I don’t know but you think 
now, gentlemen, that the trust di es own 
it. Fearing that you might thin i so be- 
cause it has been sworn to so m» ny times 
here, I feel justified in again calli ag your 
attention to it and again reading o.' having 
read the papers connected with this trans- 
action — because it is all on paper. When 
Isay that, I mean that all facts are on pa- 
per, and I believe there is enough to pro- 
tect this trust from the attempt which has 
been made, as I believe, to shoulder upon 
it one of the improvident bargains which 
John Gregory Smith and Joseph Clark 
have made, and which they continued to 
hold and take the benefit of for some four 
or five years, and only placed it upon the 
trust when they found that it was disas- 
trous and ruinous. He went on, then, 


to review the history of the purchase. 
The first mention of the road in the chan- 
cery records is in a petition dated April 13 
’67, in_ which they state that they have 
found it “absolutely necessary” to control 
this road, which could be done only by 
purchasing the stock and. bonds, at an ex- 
penditure of $364,000. It was represent- 
ed that all parties assented to it and the 
first and second mortgage bondholders of 
the Central agreed to take the new bonds 
to be secured on the 8. S. & C. road in pay- 
ment of their then overdue interest. A 
loan of $500,000 was authorized, and Mr. 
Davenport asked the masters to report 
fully in regard to it, and in this connection 
he said : 

I expect that you will find in your re- 
port that, in reference to that charter, no 
evidence was furnished to you as to how 
much of that stock Asa B. Roster owned, 
or how many of the bonds he owned, ' 
except the vague recollections or misrecol- 
leotions of Gov. Smith. Not a single 
share of that stock has been produced be- 
fore you, not a single one of those bonds 
has been shown you, you don’t where they 
are, you can’t tell where they are; the 
whole matter, gentlemen, in reference to 
this 8. 8. & C. R. R. and the title which 
this trust has to it, belongs as much to the 
realm of the unknown as the burial place 
of Moses. You cannot, any of you, tell, 
and we never shall know until we can get 
hold of Foster, and then perhaps he won’t 
tell. We have got to stand upon the pre- 
sumption that after eight or ten years has 
elapsed, so good, so pure and so holy men 
as Joseph Clark, .John Gregory Smith and 
Gyles Merrill won’t do anything wrong. 
That is the explanation that brother Fifleld 
gives of it. He says it is a matter of re- 
gret to think that they cannot tell you 
anything more than they have done. I 
presume .that these honest men, after 
eight or ten years has elapsed, when no 
order of the court of chancery in refer- 
enca to the accounting here has been 
obeyed, have done everything right. 

But he asked the masters to report that 
the receivers made no mention of their 
connection with that road, in any report to 
their bondholders, until May 31, ’67; that 
the trust books show an account entitled 
“8. 8. & C. Purchase,” the first date being 
Sept., ’67, the amount expended for the 
purchase being $475,330.67, and it was 
paid to Foster; that among the vouchers is 
an order on G. Merrill, Supt., to pay Fos- 
ter $65, 000, on account of purchase, sign- 
ed simply “Joseph Clark” and “J. Greg- 
ory Smith that in Apr. ’66 Smith and 


1 Clark were paid by the trust for certain 
^rolling stock $57,900, Dec. 10, ’65, for 
tools, ties and lumber, $31,100 and March 
^1, ’69, for shop stock, interest, elc. |38,- 
j 048. 64 — making a total of $107,048.54. 
^ After making various other requests for 
^findings m relation to the history of the 
^transaction, he asked that they report 
.that the books show that there is due from 
jA. B. Foster $33,560.64, which he 
jhad collected from the Canadian govern- 
,jmeut for postal service, $39,310.30 due 
,from him to the trust or the S. S. & 0. 
^and $16,009.71 due to the trust directly, 
besides a balance from roads owned or 
controlled by Foster, of $4,533.08. He 
'declared that the contracts between amith 
Jand Clark and said Foster, dated Deo. 31 
j’63 and May 11, ’66 were all there was in 
^relation to the purchase of that road ; that 
the trust has never obtained a legal or 
^requitable title ; that the receivers have ex- 
-pended for 13 miles of tram road from 
Waterloo to some mines $75,818.44 and 
^4,065.77 for surveying etc. ; that from 
iMay 31 ’68 te July 1’73 they paid interest 
jOn the purchase amouuting to $150, 699. 89 ; 
,^nd he declared that they should account 
jfor all these moneys paid for 
.purchase, construction, interest etc. 
^In conclusion, on this subject, he sai(i ; 
^You will find, gentlemen, that every sin- 
gle paper, every single voucher up to 
1867 is in their names individually or 
^iheir names as lessees, personally, of the 
^3. S. & 0. E. R. , and there is but one ob- 
yious answer that can be made to these ap- 
^pearances. It is possible for men to be- 
leve so implicitly in the integrity of John 
jSregory Smith, in the correctness of his 
,’ecoUections, that when he swears to a fact 
jhat is contradicted by other circumstan- 
;es and contradicted by paper after paper, 
iver his own signature, that he will be 
lelieved against those papers; but, thank 
jlod, the time will comej if It does not 
"-ome when your report is filed, when these 
inen’s mendacity will be manifest to ev- 
erybody, 
i 

THE BUTLAND LEASE. 

1 After stating the history of this contract, 
iie read from Gov. Smith’s Horticultural 
iiall Report that it was entered into “with 
full recognition of the fact that losses 
vould ensue, in all probability, for the 
irst few years,” and averred that the only 
tope of making it remunerative was based 
in an expected increase of earnings and 
liminution of expenses. He said : Now, 
our Honors, if it is within the province 
f receivers, appointed by the court of 


chancery, to entey into a contract of that 
kind, with full knowledge that for the 
time being, at any rate, it will prove unre- 
munerative. and speculating upon the 
chances that by the increased development 
of business it may possibljr be made remu- 
nerative, I want to hear the supreme court 
of Vermont say so. I want to see how it 
win read in a book. I want to' see how 
such a statement as that, if you have got 
the power to make it, wiil read in a report 
of yours. He stated that the losses from 
the lease, up to July 1, ’73, amounted to 
$831,786.14 and held that the receivers 
should account for them. 

THE OGDENSBURO LEASE. 

This road, wholly In the State of New 
York, was taken with the knowledge that 
it had never netted a sufficient sum to pay 
the rent. The loss has been $408,691.95, 
and it should be accounted for. The lease 
was taken in the name of the Vt. & Canada, 
but he desired the masters to report who 
the Vt. & Canada directors were at that 
time. 

NORTHERN TRANSPORTATION CO. 

This corporation, organized in Ohio, 
owned and operated a line of propellors on 
the lakes from Ogdensbnrgh to Ohicaso. 
It made a contract with this trust, or the 
Vt. Central “line,” by which it borrowed 
from the Ogdensburg road $600,000 and a 
sinking fund was to be created to pay it. 
The propellers have been run at a constant 
loss and the past summer have not been 
run at all. The trust was to pay into the 
sinking fund a fraction over 77 per cent., 
as its share in the line, and bear losses in 
the same proportion. The losses have 
amounted to $689,843.19 ; the contract was 
unauthorized and illegal and the losses 
should be accounted for. If there Is any 
sinking fund, where is it and how can the 
trust reach it?. 

MISSISQHOI RAILBO.AD. 

The trust leased this road for 30 years, 
paying 40 per cent, of gross earnings and 
guaranteeing that this should amount to 7 
per cent, on the $500,000 of mortgage 
bonds. This was sanctioned by Chancel- 
lor Wilson, Sept. 36, 1870, J. Gregory 
Smith was president and a portion of the 
line was located over his plank road. The 
total loss to the trust has been $113,173,- 
39. The contract was not approved by 
the advisory committee, nor by B. P. Che- 
ney and Lawrence Barnes. The receivers 
should account for the losses. 
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OtlTSIDB INVESTMENTS. 

The investments in or loans to Welden, 
Mt. Mansfield, and Waterbury hotel com- 
panies. N. T. Co. of Ohio, and Woodstock 
and Mt. Washington R.R. Cos., aggregate 
$93,250; none have ever paid a dividend; 
no authority was asked from or granted by 
the court, and he claimed that the receiv- 
ers should account for the whole sum. 

VT. CBNTIIAL COBPOKATION BTC. 

Since the failure of the company its 
stock has been owned by Gov. Smith and 
he is its president. He and his son, and 
E. W. Peck, W. C. Smith, Jo D. Hatch, 
Levi Underwood and Geo. M. Dexter have 
drawn salaries from the trust, for keeping 
alive this defunct organization. What 
was the necessity and where the authority 
lor it? He also asked to have the amounts 
paid as incidental expenses of the Vt. & 
Canada reported. 

LOBBYING. 

The next subject to which I desire to in- 
vite your attention is the subject of lob- 
bying expenses. I ask the masters to find 
and report the various sums which have 
been paid by the receivers. 

Mr. Willard, interrupting, jocosely re- 
minded him that Col. Rolla Gleason was 
sitting behind him. 

Mr. Davenport said. Well, this Col. 
Rolla Gleason is a professional lobbyist, as 
I Understand the matter. The, money that 
has been paid to him has been 
paid, for aught I know, openly. He 
has not been down there at Montpelier 
plying his vocation under any false dis- 
guise. Anybody who knew him, or has 
ever seen or heard of'nim, or has ever 
seen a certain picture which Charles 
Barrett of Grafton once penciled off, knows 
that he has not been engaged in any ille- 
gitimate business. There is no member of 
the legislature who has ever been seduced 
from the path of rectitude and duty, by 
any false pretences of Mr. Gleason as a 
lobbyist. It is that class of men who 
have gone up there with a |50 retainer in 
their pockets, taken after they were elected 
members of the legislature, or else paid to 
them on the day following the adjourn, 
ment, and have done work which Jo Hatch 
laid out for them to do, I say, that should 
be criticised, and not open and avowed 
professional lobbyists, as I understand 
Mr. Gleason is, although I don’t know. 
At any rate he is not a lawyer. 

Now, your Honors,there are four vouch- 
ers, two of them for moneys received by 
David A. Smalley and one for moneys 


paid out by John Gregory Smith, charged 
to this trust at the same time, and ten 
years after the transactions out of which 
they grew actually took place. There is 
nothing that 1 can say, gentlemen, there is 
nothing that any man can say, which 
brings out into bolder relief the character 
of the transaction which Judge David A. 
Smalley, over his own signature, admits 
that he was a party to. If any friend of 
his desires it, although it was not read here 
as evidence, but if any friend of his de- 
sires that his explanation should be made 
a part of your report, as one of the counsel 
here, I have no objection to its being done. 
When it comes to this, that a man holding 
the position «f a judge of the only federal 
court of exclusive jurisdiction in this 
State, while he is a member of that court, 
can step down from the bench and go to 
Montpelier, and over his own signature 
afterwards acknowledge the, receipt of 
$3,500 for money expended in that legis- 
lature, we have got to a point when it is 
about time for us to stop and look back a 
little. To my mind this is the most dis- 
graceful transaction connected with this 
trust. I am sorry to say it, because th£ 
man who participated in it has stood to this 
time, and perhaps will hereafter stand en- 
tirely well with the people of this State. 
If that receipt of his had not been in his 
own handwriting, there would have been 
some way that we could escape from the 
conclusion that the money was used for 
lobbying purposes, but he says in so 
many words that it was for ‘'money ex- 
pended in the legislature and preparatory 
thereto.” 

This $700 for Gov. Smith, and which a 
voucher was furnished for at the same 
time, and which with these Smalley vouch- 
ers was in the hands of Lawrence Brainerd 
for ten years because he was ashamed to 
have them appear upon the books of the 
trust, show what the character of this 
transaction was. Now, your Honors, if 
the Supreme court of this State is prepared 
to justify such expenditures as these, we 
all of us want to know what reason they 
will give for it. 

Mr. Davenport then requested findings 
in regard to the expense of procuring cer- 
tain charters, and read a long list of 
vouchers for money expended by J. D. 
Hatch and others at Montpelier, Albany 
and Washington and be set that gentleman 
forth somewhat as follows: Jo. D. Hatch 

was employed by the trust, “looking after 
the general interests” of the receivers in 
their relations to the politics and legisla- 
tion of the State ; he attended caucuses and 
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'! conventions whenever those “interests” 
'■ would be thereby promoted; was in the 
( habit of getting acquainted with such 
attorneys as were likeiy to become 
j members of the legislature and place 
them under retainer ; as to others, whose 
j influence was thought worth securing, he 
j caused them to be provided with free pass- 
j es; lie has taken rooms at the Pavilion and 
j remained through each session since 1861 ; 
j he was there, as stated in some of his 
j vouchers, for such purposes as “resisting 
j adverse legislation,” “securing favorable 
j legislation,” “defeatiug general railroad 
j law” and “bill taxing property of rail- 
j, roads,” “cash paid for retainers” etc;' he 
’i was not a lawyer and worked through per- 
j. sonal conferences with the members or 
f their friends ; he did not appear iu argu- 
j. ment before committees; he employed 
p counsel and his retainers were allowed in 
^ settlement without mentioning names; 
j his salary was |1500 and expenses 
]y until ’67 and after that |2,000 and 
r) expenses. Mr. Davenport here recounted 
j-the payments made by and to him, which 
f, aggregated |30, 749.64. None to whom he 
j,paid money were the recognized attorneys 
[. of the Trust, and none of their names ap- 
j pear as such on the books of the receivers. 

3 . He asked the masters to hold Gov. 
f, Smith accountable for $1,115.30 which he, 

;] by his own hand, certified that he used 
3 before the legislature “in resisting appli- 
f- cation by the R. & B. road for a parallel 
3 , line to Rouses Point; also a bill to equal- 
j ize freights, for putting in switches, and 
3 to protect persons who had paid-fare from 
.j being put ofi the cars, etc.” Also another 
[^voucher of $700 for lobbying. 

,( From ’61 to ’73 Bradley B. Smalley was 
,,paid a salary of $1,000 a year as “pkssen- 
„ ger agent, ” the same being charged to the 
} expense of the Montreal agency. Gyles 
jj'Merrill was not able to give any informa- 
[jtion as to his services; Gov. Smith says 
jthey got him, to look after their interests 
in Burlington, where they had a bitter 
contest with the steamboat company and 
the Rutland road, but he could not tell 
^wliat he did; Mr. Smalley himself says he 
-looked up the passenger business chief- 
^ly between Montreal and New York; 
^But the only business that he was able to 
^testify to was to .see to the posting of some 
^handbills in New York city and the pro- 
louring of some cars once for the transpor- 
tation of soldiers. At the time in ques- 
Hioji he was clerk of the U. 8. circuit and 
^district courts, clerk of the Rutland R. R. 
Oo., an attorney in active practice, espec- 
ially in the court of which he was clerk. 


i/ ' 

His father was the District Judge, the owner 
of all the stock of the Rutland ,& Burling- 
ton R. R. Co., its president and a trustee 
of the 2nd mortgage (which was then in 
possession and operating the road) and was 
one of the masters appointed by the court 
of Chancery to examine and report upon 
tile accounts of the receivers of this trust. 
B. B. Smalley was paid the same salary 
before 1861 and objection was made before 
the former masters— Judges Smalley and 
Pierpoint — to the allowance of the same, but 
they allowed it; objection was made to the 
cliaijcellor and he recommitted the matter 
for further report as to the precise nature 
of the services; no further report was ever 
made. Mr. Davenport then asked these 
masters to find that no legitimate services 
were ever rendered to tlie trust by Mr. 
Smalley ; that he was only a nominal 
passenger agent, and was carried upon the 
books in a manner to disguise the real 
purpose of his employment, which was to se- 
cure his influence and that of bis father, in 
their relations to the Rutland road, the 
District Court, politics and legislation. 
The same purposes wore in view when 
they paid him $100 as retainer in bank- 
ruptcy matters in the fall of ’72. For all 
this they should account. 

THE BIUBE TO W. C. BIlOWN 

Feb. 24, ’70, the Ogdensburg lease was en- 
tered into ; W. C. Brown was attorney for 
that road, and to overcome - his scruples as 
to the right of the Ogdensburg road to 
give a lease to a foreign corporation, he 
was paid $25,000 retainer, and a salary of 
$2, 500 a year. This was not approved by 
either Lawrence Barnes or Joseph Clark, 
of the receivers, or by the advisory com- 
miteee ; it was regarded by B. P. Cheney 
and Gov. Smith as extiavagant, but it was 
Brown's price and they preferred to pay it 
rather than have the lease fall through. 
Mr. FlBeld says that probably nobody but 
Pratt, Brooks and their dogs ever yelped at 
it. Well now,gentlemen,if it has got to this, 
iu this State of Vermont, that the officers 
of the court of Chancery, w’hen they 
want to get a lease of a road iu a foreign 
jurisdiction, deliberately, with full knowl- 
edge that the fee is exorbitant and extrav- 
agant, with full knowledge that it is the 
price of a villain, but in order to accom- 
plish their end they have got to pay that 
price, if urn appropriation of $25,000 of the 
trust funds is a legitimate appropriation, 
even though it is disguised in the form of 
a retainer, I want to see how other law- 
yers, and others courts, and other trusts 
view that kind of transactions. There is 
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no language that I can use, there is no 
language that you can put in your report, 
that will convey to any man’s mind disap- 
probation more strong or condemnation 
more severe, than the character of the 
transaction itself carries with it. 

The 24 day he spoke from 8 until 11 a. m., 
upon the following topics: 1st the law of 
tiusts, 2d the Foundry contract, 3d, free 
passes, 4.th, car companie.s, 5th, the Sulli- 
van lease, 6th, the secret service fund, 7th, 
extravagance and peculation, 8th, the sal- 
aries of the managers and closing wdth an 
admonition to the Masters. 

THE LAW OF TRUSTS. 

He called the_ attention of the masters 
to the fact, as 'he claimed, that the evi- 
dence shows that receivers depleted the 
trust by appropriating to their own pri- 
vate uses monies that belonged to the trust, 
and he read decisions of the courts in 
cases analagous to this and said: 

I read this because the ground upon 
which this case has thus far proceeded is 
that no matter what Worthington 0. 
Smith or John Gregory Smith or Joseph 
Clark have taken out of this trust in the 
way of profits upon the Montreal and Ver- 
mont Junction, and the Sullivan, or 
through royalties, if you only find that the 
trust has not thereby been defrauded they 
can make away with their ill-gotten gains, 
unpunished and unaccountable for them. 
That may be the law of Vermont. No 
case has yet been decided involving the.se 
questions directly in this state. In almost 
every other state in the Union and in the 
Federal courts these questions have been 
passed upon. 

Mr. Poland — The same law has been 
held in Vermont. 

_ Mr. Dennison — I do not suppose any ques- 
tion arises about it. The question does not 
come before us, and if it did, we should 
not have any difficulty aT>out it, such is 
the law the world over. 

Mr. Davenport — I am glad to hear one of 
your Honors say that that is the law the 
world over. After having heard the con- 
trary doctrines enunciated for the last two 
months, and heard both the counsel who 
have preceded me claim that, provided you 
find the trust has not been defrauded there 
is no accountability, it is decidedly refresh- 
ing to hear my brother state the law and 
to hear one of your Honors state it. 

ST. ALBANS FOUNDRY CONTRACT. 

Mr. Davenport then gave a history of 


the Foundry Contract and read from the 
papers to show that a portion of the royal- 
ty was reserved to J. G. Smith, but they 
haying both sworn that that was an error, 
he said there are very many other state- 
ments, which have been made by these re- 
ceivers during this investigation, which 
are in the direct teeth of papers which 
have their signatures to them. There was 
no evidence that any of the receivers knew 
that W. C. Smith was receiving any royal- 
ty or commission for these car wheels and 
castings except his brother, J. G. Smitli. 
Butli Cheney and Clark denied any knowl- 
edge of the fact until it was developed by 
the testimony before the investigating 
committee. 

You will remember, gentlemen, wliat 
took place when Worthington C, Smith 
was under examination. I asked him to 
furnish to the ma'sters a statement of the 
various sizes of wheels which he had fur- 
nished. Of course the great bulk of them 
was 33 inch wheels, because that is the 
size used oii passenger and freight cars. 
-He said in response to my questions that 
it made no di£l:erence- with him ; we might 
call them all 33 inch wheels, “for,” said 
he, “if I have got to refund this,it is more 
than I am able to refund anyway.” The 
speaker then furnished statements of the 
quantities furnished, and of their cost as 
compared with prices of other toads, show- 
ing that these receivers paid more for 
their car wheels and castings, and received 
less for their old iron than ' other roads. 
He spoke of the poor quality of the 
wheei.s fiiruished by the Foundry Co. up 
to 1867 or 1868, and referred to evidence, 
among which was the statement of E F. 
Perkins, master mechanic, who said that 
the car wheels made by this Foundry Co. 
up to that time were so bad that he perem- 
torily refused to put them under passenger 
cars, although J. G. Smith ordered him to 
do so, saying tnat so long as he was re- 
sponsible for the lives of the passengers 
who rode over this road, he would not and 
•could not use their wheels. 

Now, your Honors, the pretense that 
these car wheels' after they were made of 
all new iron, were better than those used 
upon other railroads,is not only unsupport- 
ed by proof but grossly improbable. lam 
justified in saying that all railroads and 
the best wheels that can be obtained, buy 
the manufacture of the St. Albans Foundry 
has attained no such celebrity yet that any 
of its wheels are used by any other rail- 
road. It is impossible that the trust 
should not be defrauded on the very face 
of such an arrangenient as this was. Roy- 
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alties of that size upon car ■wheels and 
castings could not be paid unless some- 
body was cheated. There must be a 
, cheat either in the quantity or quality, or 
i else there must be a cheat in the price, 

^ and there has been, probably in both. I 
. think the key has been furnished by which 
you can unlock any mystery, if there has 
; been any mystery, a.s to ■why this trust has 
I been so ready to attach to itself these ad- 
; ditional railroads by lease, by constructioh 
j or by purchase. Every single mile of 
I railroad added to that originally operated 
b'y the trust has created a market for new' 
car wheels and new castings. Every 
pound of new castings furnished has put 
into the pocket, 'I say ol .John Gregory 
Smith and Worthington C. Smith, half a 
cent a pound. 

It made no difference with them person- 
ally how far the trust was depleted by the 
lease of the Rutland road and jts family, 
because out of this trust thousands of dol- 
lars would be taken annually to pay the 
profits and royalties. And if there was 
■ nothing more in thi.s case to account for 
the present financial condition of this trust 
. than the fact that tl.cy have so run it and 
so managed it that |159,C!00 has gone into 
the pocket of one or both of these two 
■ Smith receivers, that -would be a eufficient 

• solution of the question. And it is for 
. that reason that the law has provided that 

just such consequences shall follow just 
1 such conduct on the part of those occupy- 
: ing a fiduciary relation like that held by 
’ these receivers. 

I The market which could be made for 
' car wheels through the.organization of the 
^ Vermont Iron and Car Co., — because those 
cars were all manufactured here at the 
1 company’s shops ; the cars for those wheels 
1 were furnished here by this company to 

* the trust — enaltlcd Wortldngton C. Smith, 

‘ alone or with his brother, to take a royalty 

of $3 on each wheel, and wdiat difference 
.*■, does it make with him whether the trust 
^ makes or loses out of the operation of those 
cars? He himself is going to get his 
^ profit. His royalty wil! compensate. 

There is nothing to he lost here but honor 
J' and character, and w'hiit is that as against 
money ! 

^ In this connection I trust you will not 
jj' overlook what 1 say is the wicked attempt 
^ of 'Worthington 0. Smith to deceive you 
“ by his tesiimony, and the exhibits filed 
therewith. Mr. Davenport then said that 
W. 0. Smith, knowing, not only that his 
tables but bis sworn .statement were vm- 
true, deliberately testified that the car 
■® Tfheels and oa.stings cost the trust less than 


it would have cost to purchase them at 
Troy. He stated on cross examination 
that the correctness of his statement de- 
pended on whether C. W. Moaely said that 
his company (the Troy <fc Boston) got IJ 
cents a pound for old iron, when be knew 
that Mr. Mosely had not mentioned the 
subject at all In his deposition. He must 
have known that the Troy & Boston R. R. 
Co. did not sell its old car wheels for IJ 
cents when other Corporalions were selling 
for over twm cents a pound, but still he 
made the statement here and filed those 
exhibits. Mr. D-avenport then road the 
deposition of Mr. 0. W. Mosely. Superin- 
tendent, of the T. & B. R. R., as contra- 
dicting the statement of W. C. Smith. 

PBEE PASSES. 

Now, with reference to the subject of 
free passes, I ask you to report that the 
reoeiver.s have been iu the habit of i,ssuing 
them to one or more representatives of 
each newspaper in the state, to the state 
and federal officials and their families, to 
the judges of the supreme court and their 
families, the judge and clerk of the Uni- 
ted States court, the Marshal ot the United 
States for this district and bis deputies, 
the collector of the port of Burlington and 
his deputies (twenty-seven iu number) for 
the only year we have any trace of, to the 
leading business men, politicians and law- 
yers of this state, to large numbers of the 
members of both brauches of our state 
legislature, to each Member of Congress 
from the state, and that among other re- 
cipients of these passes I ask you to re- 
port that each member of this Board of 
Masters holds the free pass of these receiv- 
ers, and the time that you have held it. 

.Mr. Edwards — Wiiat do you claim the 
time to be that the masters have held 
passes't 

Mr. Davenport — I don’t know that I 
have any particular claim in that regard. I 
claim that the testimony of Gov. Smith is 
that Gov. Diilingh.a.m, the chairman of 
your board, has held the free pass of this 
trust since the time that be was elected 
Governor, and I think his testimony was 
before. I think tne testimony of Gov. 
Smith Is that Mr. Denni,9on has held the 
pass of this receivership ever since he 
(Smith) came into the trust. I am not 
aware that there is any evidence from Gov. 
Smith as to how long your Honor, Mr. 
Edwards, has held it. 1. ihink be did not 
testify. I was examining Gov. Smith and 
one of your Honors stated himself that ho 
held a pass, and I inquired of your Honor, 
Mr. Edwards, if you were willing to state 


as to whether you held it, and your reply, 
if I am not mistaken, was that you did and 
that you could not get afoug witliout it, or 
somethiug like that. Perhaps I am mis- 
taken, I think I have a right to the fact 
that this receivership has been distributing 
its passes. 

1 do not wish to be misunderstood, gen- 
tlemen, I do not want you shonld imply 
from anything that I have stated, that you 
have accepted those passes in any other 
spirit, or with any other purpose or object 
in view than as a mere compliment on the 
part of these receivers to you. I do not 
wish to be understood tliat when the 
judges of our supreme court have, as they 
have for years, taken the. passes of this 
management for themselves and their fami- 
lies tiiey have taken them as a bribe. I do 
not mean that you have taken it so. It 
is with no such purpose or object in view 
that I want this matter to be made a part 
of your report, but it is because I want to 
raise the question and I want the 
courts of Vermont squarely to decide 
that question, as to whether the receivers 
and managers of a railroad corporation 
have a right to give away any portion of 
the funds of that trust to anybody, no 
matter who it is. 1 believe myself that a 
receiver who is running a railroad has no 
more right to give a free pass o t er that 
railroad to any individual than a guardian, 
an administrator or an executor has to do- 
nate portions of the funds which are in his 
hands. I say this merely as apologies, if 
any apology is necessary, to the supreme 
court or to you or the public for bringing 
this before you. 

Mr. Edwards—- Do you claim, Mr. Daven- 
port, that the committee here, and in fact 
the most of the bondholders did -not know 
or understand how this was managed with 
reference to the passes? 

Mr. Davenport — I claim, your Honors, 
and I want you should flue) that Austin 
Birchard and Rush C. Hawkins, the clients 
that I represent, knew nothing about it. 
If you find that they did know about it I 
want you should tell me where, upon the 
records, you find the evidence of their 
knowledge, and after what has taken 
place here before you, in the way of efforts 
to find out who has got free passes, I 
would thank you to tell mo in your report, 
if you can, how my clients would be ex- 
pected to get any knowledge on that sub- 
ject. 

Mr. Dennison here explained in relation 
to his having passes, saying that some 
years ago, while doing business for them 
over their road, he had a pass for a year. 


Also, while he was United States District 
Attorney, and since the last election. 

Mr. Davenport asked the Masters to re- 
port that Gov. Smith had neglected to 
produce the list of persons to whom free 
passes were issued, that was used before 
the investigating comrr.ittee, and further, 
that in consequence of the want of evi- 
dence, you are unable to report the num- 
ber or value of the free passes issued by 
the managers from 18G1 to 1873. 

In response to a question by Mr. Edwards, 
he discussed the propriety of giving passes 
to customs officials to ride upon trains, and 
said : but that is a matter of comparative- 
ly small importance. What Ido object to, 
and why I desire to bring this matter be- 
fore the court is, for the purpose of ascer- 
taining whether these men have a right to 
donate to you or to me, to the uewspaj 6 l' 
conductors, the judges of our courts, ih) 
men who are fortunate or unfortunate 
enough to bold official position, the prop- 
erty which they have had placed in their 
bauds to care for, keep and return ttf the 
ceduU que trust after their receivership has 
ended. The motive with which these free 
passes are distributed is entirely differei' 
from the motive with which they are ' 
ceoted. The purpose of these receiTBrs 

is, beyond ail question, to place the par- 
ties who receive them under obligations. 
There is an expectation on their part that 
in consideration of this donation favors 
will be granted or returned in response to 

it. There is no reason why his Honor, the 
Chief Justice of the Supreme Court of the 
State of Vermont, should hold the free 
pass of this trust, which does not apply 
to the humblest individual that there is 
within the borders of the State. The 
fact that he is a judge gives him no right 
to the exclusive privilege of holding this 
management’s pass. This trust has no 
better right morally or legally to give to 
the chief justice of the supreme court, to 
the members or ex-members of Congress 
its free passes than it has to give them to 
the wood-sawyers of this village of St. Al- 
bans. 

The demoralizing tendencies of this sys- 
tem of giving out free passes will by and 
by be pretty generally understood. It has 
become so much a habit in some localities 
that men do not think about it, they do 
not look at it as they will. The judge of 
the supreme court who had got to sit and 
pass upon an issue in which the keeper of the 
hotel where he boarded was a party, would 
think that there was a gross impropriety 
in his accepting from that hotel keeper his 
board and lodging during that term ot 


court. He would not do it. The same 
j judge of the supreme court, so much has 
^ the force of habit acted upon him, sees no 
^ impropriety at all in taking an annual pass 
j, from a railroad company for himself and 
^ his family, when he, as' Judge of the su- 
g preme court, almost weekly or monthly has 
to pass upon questions and cases in which 
this very railroad management is a party or 
interested. I have never been able to see, 
y. myself, how the statute disqualilication is 
^ got along with. A pecuniary interest of 
the smallest kind always stands in the 
j "'vay, in the estimation of an upright judge, 

] in passing upon any .question involving 
, that pecuniary interest. The bias that 
grows out of a relationship wilhin the 
j fourth degree is admitted to be a sufficient 
g disqualification, but none of ua see any ira- 
, propriety in entrusting, no matter how 
large interests, to the decision of tribunals 
j which have been placed under so great ob- 
I ligations. 

I Now, as I said, noliody that knows the 
) men' who occupy judicial positions upon 
j the bench of our supreme court, suspects 
jj^hat they have been swerved from the path 
their duty by reason of any of these 
tb^iprs shown. The results which have 
always followed the presentation of ques- 
tions before our court, the highest branch 
of it at any rate, when they have been 
sitting as a supremo court — Ido not say 
,so with reference to questions which have 
been passed upon sometimes by judges 
sitting as chancellors — but when these rail- 
jroad questions have been brought before 
, the supreme court of our State, they have 
always decided them in accordance with 
,the law, and I have no doubt but what 
•they always will so decide them. 

I CAB COMPANIES. 

' I ask your Honors to find and report 
that there was paid to the National Oar 
’Co., from the general funds of the trust, 
ibetween March 1, 1859 and July 1, 1873, 
'for car service on roads operated by the 
'trust, besides collections from other roads, 
’$351,034.39, and to the Vermont Iron and 
•Oar Co., from May, 1871, to July 1, 1873, 
exclusive of collections from connecting 
roads, $206,331.61; that those cars built 
by the tiust for the Vermont Iron and Oar 
Co. were better than those usually built 
for freighting purposes; that they cost the 
company less than the usual price of freight 
cars, and that little or no profit came to 
the trust from their construction. Mr. 
Davenport enumerated the rolling stock 
on hand at the time the Car Co. contracts 
were made, claiming that the road had an 
ample supply. 


I ask you to report that the trust paid 
these car companies 3 and 3^ cents per 
mile for car service, whether loaded or 
empty, until January 1, 1873; from then 
to July 1. 1873, 3 cents; since then, 1^ 
cents. The prices which were paid for 
these services were too high; higher than 
was paid by other railroad companies for 
like services. Is not there very great dan- 
ger when you build up inside a railroad 
corporation car companies whose interests 
are antagonistic to the interests of the 
trust, that the trust will be depleted? Is it 
not the experience of every man, and is it 
not fully demonstrated in the case of these 
very receivers as to other matters, that 
when they have a private interest of their 
own to promote, that private interest is 
paramount to their public duty as receiv- 
ers? When you put into Lansing Millis’ 
hands — and he is the general freight and 
passenger agent, having the control of the 
traffic department— 1300 or 1500 shares in 
the stock of these car companies, giving 
him an interest there very much larger 
than any interest that he can liave in the 
trust; when his subordinates whose influ- 
ence is worth anything to these car com- 
panies are also made stockholders, is there 
not obvious danger “that when freights 
are dull and cars abundant the cars of 
these special companies will be used in 
preference to those owned by the railroad 
company?” He called attention to the 
proof in this connection, showing that the 
business of the through freight lines had 
been disastrous to the trust. 

He stated that the enhanced operating 
expenses was due to the freight depart- 
ment, as the passenger department on any 
railroad is always the most profitable, be'- 
catise the passenger takes care of himself. 
He gets on and off the cars without any 
help. It is not necessary that you should 
have any large number of men to load and 
unload him, and the price that a railroad 
corporation receives for the transportation 
of 175 or 3”0 pounds enclosed in the cloth- 
ing of the passenger is ten times as much 
as they average to get for the transporta- 
tion of the like weight in the shape of 
freight. After reading the testimony 
of the president of the Connecticut River 
E. R., showing the unprofitableness of the 
through business over the Central, he said: 
Is there any doubt but that the testimony 
of this railroad manager can be relied up- 
on? and if it can be, is there any doubt 
but that this through freight business, 
which I insist has been built up for the 
purpose of furnishing a market for car 
wheels and castings, for the purpose of 
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furnishing a business for these inside car 
companies and not the benefit of the trust, 
I say is there any question but that this 
kind of business has been disastrous to the 
trust? Is there any question but that this 
subsequent financial ruin was the conse- 
quence of these attempts, made by these 
receivers, to better their own personal fi- 
nancial condition by the transportation of 
large quantities of freight over their M. 
& Vt. Junction road, to furnishing a mar- 
ket for car wheels and castings, and fur- 
nishing employment for these inside ring 
organizations known as car companies? 

I expect that John Gregory Smith will at 
least be held responsible for the’ |13,760 
per annum which he made in the way of 
dividends out of the stock of these car 
companies, which he permitted to be or- 
ganized and operated inside of the trust. 
I ask your Honors for a finding that Lan- 
sing Millis fixed the rates for which 
through freights between Boston and Chi- 
cago should be transported over these 
roads, he acting as the agent of what was 
called the Vermont Central line. 

THE SULLIVAN LEASE. 

Coming to the Sullivan lease, he said he 
should say but little because the subject 
had been thoroughly gone over by his as- 
sociates, and he concurred in what they 
had said, but he asked the masters to find 
that John Gregory Smith and Joseph 
Clark have always been equally interested 
in this lease, and have shared in the profits ; 
that Lawrence Brainerd had an interest to 
the amount of one-third in the profits 
from the date of the first lease until his 
death ; that Lawrence Barnes never had 
any interest in the Sullivan lease ; that 
since Worthington C. Smith and Ben. P. 
Cheney, became receivers, they have been 
interested in this lease and have shared in 
the profits. Mr. Davenport here furnished 
statistics of the earnings, expenses and 
profits of the Sullivan road, and stated 
that the amount of their profits was .|391, 
187.35. 

THE SECRET SERVICE FUND. 

Next he gave a history of the secret ser- 
vice fund, the amount of which was $38,- 
878.80, and said: Now, your Honors, it 

is absolutely certain that a part of this se- 
cret service fund was appropriated to Gov. 
Smith’s private uses. There is not any 
doubt about that unless you disbelieve 
what he swore to in 1873 and believe what 
he now swears 'to. It is equally certain 
that a part of this secret service fund was 
used for purposes of corruption. The 


Hatch voucher shows that ilOOO of that 
money was used for corrupt purposes, injthe 
eye of the law, connected with the legisla- 
ture in the year 1869. The sum of $i,850 
more was used by Hatch just about the 
time, and vouchers given for it at the 
close of the session, but he either cannot or 
will not tell you about it ; he says he has 
forgotten ; he has no doubt but that he 
received the money but he cannot tell 
what he did with it. He stands in just the 
same relation that those dlsbursers of funds 
for improper purposes in connection with 
Congress and with legislatures always 
stand. You remember the testimony be- 
fore the congressional committee at thv, 
last session, of those witnesses who had 
the disbursement of $600,000 of the mon- 
eys of the Pacific Mail Co. Not one man 
of them had any reccollection as to what 
he did with that money. He had it, he 
no doubt disposed of it for some purpose, 
but he could not tell about it. That is 
the condition of .lo. D. "Hatch here. Now 
when you have got the fact that $1000 of 
the money which went into the hands of 
Jo. D. Hatch was used for purposes of 
corruption, it is your right and your dut 
to infer that the whole $3,850 was ut, 
for that purpose. When you find Go,., 
Smith refusing here to disclose what h,( 
paid $1000 to Ben. Smalley for, you have a 
right to infer that it was used for purposes 
that were not proper. When he swears 
here that there are $14,831.14 of this that 
he had rather have charged to him than to 
tell what he did with it, you have a right 
to infer that it was used for improper pur- 
poses. 

I know that one of Your Honors stated 
here, and at the suggestion of tlie other 
members of the board- it was not made a 
part of the record, because the reasons 
which influenced you in coming to that 
decision were not of moment, that you 
would take notice that there were purposes 
connected with the administration of this 
trust that money might properly be appro- 
priated for, and the receivers not be bound 
to tell what they did with it. I tell your 
Honors that if that is your view, I want 
you should put it upon your report. I 
want the court of chancery for Franklin 
county to decide whether or not an 
oflicer appointed by that court can take 
$14,000 of its funds and dispose of them 
as he pleases, and not tell the court of 
chancery or the officers wliat he has done 
with it. 

EXTRAVAGANCE AND PEOUI.ATION. 

He referred to the large amounts expend- 


ed for elegadt depot buildinga, machine 
shops, round houses, &c., and claimed 
...that it was not necessary for the business 
of the roads actually put in trust. 

It is beyond all question in my judge- 
ment that very large sums appertaining to 
this trust have gone into the pockets of 
John Gregory Smith and Joseph Clark in 
connection with the construction of the 
Swanton branch, and of the Burlington 
branch. We have been unable to find 
what has become of the money which they 
have drawn out for those purposes. We do 
find that a much larger amount of money 
has been drawn than there is any evidence 
of having been disbursed. He then pro- 
,-ceeded to give a detailed account of the 
building operations. 

MANAGBKS’ SALABIB8. 

Your attention has been called to the fact 
that great roads, like the Erie, pay their 
presidents $25,000 to 150,000 per annum; 
that roads like the Boston and Maine, pay 
$20,000 ; that Onslow Stearns gets |20,- 
000 for his services, and that a like com- 
pensation, in the estimation of the learned 
'■counsel who opened the case in behalf of 
these receivers, should be paid to Gov. 
tbnth for the magnificent results of his 
ajwmagement of this great enterprise. You 
tifi'e asked by counsel to award to these 
Ofeceivers a large sum by way of compensa 
'tion and by way of vindication; that m no 
way can you vindicate to the public the 
character, conduct and success of these 
managers save by giving them a large, round 
and generous salary. Well, gentlemen, I 
respectfully submit that you are not here 
for the purpose of vindicating. The 
court has imposed upon you no duty of 
that kind. You are here lor the purpose 
of doing what these receivers, under the 
law and the order of the court, were 
bound to do once in six months during 
the whole period of 12 years that this ac- 
counting covers. 

One circumstance which has already 
been commented upon by my associates is 
the fact that it is clearly proven, no mat- 
ter what the result may be here, that these 
receivers have used their position, their 
relation to this trust, for their own private 
emolument. It is true that at one end of 
this trust there is the Sullivan road, out of 
which they have pocketed $391,000. It is 
true that at the other end of this trust 
there is the M. & Vt. Junction road, out of 
which there has gone into their pockets 
$493,000. It is true that here between 
these two ends is the St. Albans Foundry 
Co., and the contracts which they have had 
in connection with it, from which their 


pockets or the pockets of some of them 
have been replenished to the tune of $169,- 
000. Now, with these profits, not to call 
them speculations, but with these profics 
which their position has enabled them to 
make out of their cestuin que U'ud, how 
much compensation in addition to that 
should they have? If the rule is applied 
to them which courts have been applying 
to trustees in this country and England 
for the last hundred years, they will go out 
of this court -without a dollar of compen- 
pensatiou. They are not entitled to it. 

It is only when trustees have been faithful 
to their trusts, that they should be paid. 

EBSOLTS OB’ THIS JIANAGBMBN'T. 

But there is another consideration here: 
what has been the result of their receiver- 
ship? It is impossible for men to conceive 
a state of things more absolutely disas- 
astrous to everything connected with the 
interests of these security-holders than the 
consequences of the mismanagement of 
these receivers. When they were appoint- < 
ed, the trust owed the back rents over and*?’ 
above the earnings, during the period be-*" 
tween 1854 and 1858, which were due to* 
the Vt. & 0. E. R. ; it owed $2,000,000 ; 
first mortgage, $1,500,000 second mort- 
gage. That was the sum total of its in- 
debtedness, besides ttie accrued interest. 
The amount of Vt. & C. stock then out- * 
standing was less than $1,360,000; to-day*' 
that stock amounts to $3,000,000 To- ■. 
day the first mortgage amounts, with its , 
increase, to $3,000,000 and the interest i 
that has accrued since June, 1, 1872. The , 
second mortgage is $1,500,000, plus all the 
interest that has ever accrued upon it since 
the mortgage was made, with the excep- 
tion of what the holders of those mortgage 
bonds received through the dividend of • 
the results of the loan on account of the 
B. S. & 0. R. R. There has been added to 
what are called trust debts an equipment 
loan'amounting in the whole to $2,000,000 ; 
a loan guaranteed by the Vt. & 0., of $1,- 
000,000; income and extension loans to 
the amount of $2,500,000, more than a 
million of which have been issued ; and 
on the first day of July 1873 there was 
outstanding against the trust a floating 
debt amounting to $2, 636,265 34 — an ag- 
gregate here of indebtedness against this 
trust on the 1st day of July 1873, of at 
least twelve millions of dollars, and prob- 
ably nearer fifteen millions. 

Now, what is there to show as the re- 
sult of this splendid management of this 
trust? Gov. Smith says, aduitional equip- 
ment and improved track ; but I have 
shown you, gentlemen, that the equipment 


has not been doubled, and their road, 
though improved, is still a single track 
road and has been increased only ten miles 
in length. The Vt. & Canada stock, 
which, when these men took hold of this 
trust, was a stock selling readily at par, 
which was a favorite stock, which has 
been invested in by managers of other 
trusts, guardians, executors, administrat- 
ors, believing that it would be a good in- 
vestment — to-day that stock is sold, when 
there is any sale for it, at twenty cents on 
a dollar. First mortgage bonds, having 
for their security this magnificent road, 
have been by the management of these 
flnancier.s, rendered almost worthless, or 
else it has been by the assaults of their 
enemies. Perhaps I ought, in fairness to 
Gov. Smith, to say that it is a favorite tale 
of his, and that he has told it so often 
that he believes it probably him.self, that 
it is the assaults of his enemies that have 
reduced those securities down so low. It 
is unfortunate for this trust that it has for 
its management men who have enemies 
sufhoiently pow’erful to do all that. 

These equipment loans, which are said 
to be a primal security upon all this trust 
property, are worth, some of them, forty 
cents on a dollar, and some of them thirty 
cents or, a dollar. Now wlien a man or 
a set of men have so administered a trust, 


so broken down and destroyed its credit, 
so demoralized the State in which they 
live, have by their conduct brought its 
courts, its legislature and its people into 
such a condition as this is to the public 
mind outside the State, how much, in fi^r- 
ness and justice to all these interests, 
ought these men to have for doing that 
work ? 

ADMONITION TO THE MASTERS. 

If you think it is your duty to these re- 
ceivers, for the purpose of vindicaiing 
them — for they have been vindicated a 
great many times; the legislature has done 
all that it could to vindicate them ; the 
court of chancery for Franklin county has 
done all it could to protect them — and if 
you think it is your duty to vindicate 
them again by awarding them the high 
salary that has been demanded for admin- 
istering the property entrusted to their 
hands, making valueless the securities that 
they were originally appointed to take care 
of and promote, why then, of course, you 
will do it. But I beg leave respectfully to 
suggest, gentlemen, that you cannot af- 
ford — no tribunal at this time, when sue' 
kind of rings as this Vermont Central r’ 
are falling all around us — no man can : 
ford for the purpose of vindicating the. 
managers to take the position which conn 
sel upon the other side ask you to take. 


